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Decision No. 41995

PEFORE THEE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA |

In *hc Matter of the Application of ) _
TEE SAN DIEGO AND CORONADO FERRY COMPANY) Application No. 29272
for authority to inecrease rates. )

-

Appearances

Forrest A. Cobb, for appllcant.

J. R. Goodbody, ror the City of Coronado.
Louis M. Karn, for the City of San Diege.
D._J. Carnou, for San Diego County.

The San Dicgo and Coronado Ferry Company is cngaged in the
business of transporting automodiles, persons and property, as a
common carriecr, by ferry boaté, betweén the citles 6f‘San Diego and
Coronado upon the Bay of San Diego. By this application;as:amendcd,
it séeks authority to increase its. passengér fares and freight rates.

Puolic hearing wac hcld before Commissioncr fuls and,
Examiner Bryant at San Diego on July 8, 19#8 Tae mattor is roady
for decision. ﬂ -

Applicant's service 1is primarily that of an automobile
ferry, with the tranuportation of pas cngcra as an acce sory
service. In addition to riders in privato automobiles, there are
pedestrian passengers ‘and passengers who ride In buaoauof the
San Diego Electric Ralilway Company which are tranuportcd acros
the bay. Four dicsol-electric double-ended ferry boats are owncd
and operated. Service Is rendered throughout the 2thour pericd,
with-frcquenciou ranging from six minutes during-&ft@rnoon traffié

pealks %o 40 miuuto, during the carly mornin~ hours. .nnlicant‘~
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operating propertics, in addition to the four boats, consist in
genoral of wharves, docks and torminals in botb San Diego and
.Coronado, and of onopﬂ and ngcollanoouo oquinncnt.

Applicant'° ratos for the tranoportation of vohlclog and
othor freight wore incroasod effoct;vo Sootember 29, 1947, upon
‘ authorization of this Commission after public hoaring. Sought
'incroagcs in oodootrian rassenger fares, consmderod at that timc,
were found to havo been not Jugtifiod. It aoocarod to the Commts-
| sion from the availablo evidcnoc that revenue under the authorized
‘rovisod ratc structuro would bo ”ufficmcnt to pay tho ¢ost of
rcndoring he scrvico and to provide a return in cxcoss of amx por
cent on a roasonable rate baso.1 In the preaent-procecdin¢ appli~
ca“t a_lcvca that tho oxpeoted rcvonuos have not matoriali«cd-”
taat the earnings sinco Scptemoor, 19#7, havo in fact been at 3
rate of lo s than one per cent pcr annum; that oncrating oyoon
are - continuing o inc:oaeo- and tnat notw;tnatanding that 41t ha,
nade and.will make all possiblo cperating oconomios, it will,not4
be able to carn a fair ond reas asonable rotﬁrn,in the futurelot pres-
ent rateo and ;aroo. - | |

Under presont fares about 65 per cent of applicantts
operating revenues roﬂult from traneoortation of automobiles,
20 per cent re sult from tranaportatiOn of oaosongor and the re-.
malnder from transoortation of trucks, bueoo, motorcyclos and -
goneral frcight. The inotant aoolication seeks authority to in- .
¢rease automebhile rates by fivo conts for a one-way trip, and
gonorally by four cents per trip for commutation tickots. Local
one-way passo“ger fhrea would be inercased from fivo ¢cents cash to

10 cents: cas h or Eix to?on~ for 50 conts, Joint raroa with tho
1

Dectston No;\40685 of So§£oﬁoor 10, l9¥7;'inpApplication No. 28570, .
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San Diégoleectric Railway Company, applicable £0 passengers trans-
ported in buses, wouid be‘increased‘by.five cents fqr,dne-way caéh‘
fares, and by varying amounts where tokens or round-trip tickets are
involved'.2 The proposed rate increcases for crucks, other‘vehicles,
and general freight,'all of which account for only 15 per cent of the
topal revenue, wouldlbe‘increaSed’by varying amcun&s-which need not

A

be detailed here.

Estimates of the gross and net revenues to result from the’
proposed rates and,féres were submitted by a coﬁsulting engineér
testifying on behalf of the applicant, and by a transportation re-
search engineer of the Commission's staff. Both witnesses bésedv
their calculations'upon the 12-month period ending July 31, 1949.

At present fares the company engineer believed'thére would e a net
loss of $27,300; the Commission witness foresaw a net income‘of

about $5,000, representing a rate of‘retu:n of less than one-half

of one PEr Cent. Under the proposed raves applicant’s\witnessw
anticipated a net revenue of $L00, 200, refleciihg a return of 9.47
per cent on the rate basej the Commission ehgineer'estimated a net
revenue of §122,258, representing a return of 11.59 per cent on.a -
similar rate bvase. The two estimates are summarized in the foliowing‘

table: ‘
ESTIMATED OPERATING RESULTS -
FOR YEAR ENDING JULY 31, 1949

AT PRESENT FARES AT PROPOSED FARES

Commission Commission
Applicant Engineer Applicant Engsincer
Revenues ‘7§§GBT§GB$37,3 5599, 700 31,038, 750

Expenses 832,600 832,217 299, 600 %12;&72
lev Income(after income taxes)§(27,300)% 5, 3—5%%TIUU ? 2,25

Rate Base $1,100,200 $1,054,700 $1,057,000 $1,054,700
Rate of Return - 0.48% 9.L7% 11.59%
( _) Indicates loss

All additional revenue resulting from increases in the joint fares
would accrue to0 The San Diego and Coronado Ferry Company.

_3'--
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As supplementary information the Commission enggneer Sub-
nitted estimaﬁed‘operating results under several alternative rate and
fare structures, one of which will be further discussed hereinafte:;

In addition to the estimates for the future, applicant
submitted a statement of revenues, expensces, rate base, and rate of
return, for the ten years from 1938 to 1947, inclusivé,'and for the
months from October, 1947, to May, 1948. According to this exnidit,
the maximum annual return was 10.08 per cent, earned in 1941 and the
minimum was less than one per cent, carned in 1947. The average for
‘the ten years wa$ 5.15 per cent, and the return for‘the Iate$t
available eight-month period,'on an annual béSis, was slightly more
| than‘one-half‘of'one'per cent. From these and-cpher'figurgs, appli-
cant's counscl arguéd\tnat.the company's earnings have long been
poderate 1f not meager; thgtvhopeful estimates ol future earniﬁgs‘
| nder‘propséctive rate stft&tures should be'viewed.with reserve; and.v.
tha?, considering the disappointing carnings from the rates authprize&
“in September, 947,'1t should be the Commission's purﬁose in-the
instant procecding to authorize rate levcls gufficionu to pormit an
adequate return for the full yearly period. e

Applicant's president explaincd that, because'of the'nature'
. of ferry one*ations, no’ appreciable saving in expense would result
from any moderate reduction in service.f He testified that hc kncw
of no fufther economies which could be effected during the rate year
without seriously curtailing necessary service.

The citlies of Coronado and San Diogo, and the County of
San Diego, were representgd at the hea;ing in this matter.“Itvwas[
the position of the City of Coronado that it wowld not oppose any’
rate increase shown TO be‘nécessary to suécessful operaﬁion of the
ferries, but that the Commission should minimize the effect. of fare
inereases on commuters between San Dipgo-and Coronado. Gcnerally,
the Coun*y of'San Diego suppdftéd the position of'thc-c*ty of
coronado, but urgcd "that the increase, i€ any, bc as low as posai-

ble." The position of the City of San Diego was one of opposition to
-
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any incféaée in applicantts rates or fares. Noae of these political

vodies nor any other interested party prfered evidence in d&ﬁition'to

That sub tted by applicant and by the Commission's svalf,
Applicant's consulting engincer and the Commission éngineer‘

Giffered considerably in their estimates of future traffic volume, and -

te a lesser extent in other phases of their estimute ; but there is no

necessity for rcconci“ing or explaining the c'c—:vc:t'c.l Qiffc*cnccs here -
-n view of thc tolcranceg vh&ch mast be rccogn*zed in the dcvnlopment
of estimates relating to the. future. It is apparent from th;s record
that continued operation at present ratca would regult in 1‘ttle or

no net income, or in net operating losses. AS here;nbefore-ind cated,'
'however, the rates proposed by _pplicant would nroducc annual earnings,
alter taxes, estimated at $100,100 by the company witno,s and at $122
2581by the Commission witaess. The rates of return on these ba,es
would be 9,47 pei'cent aﬁd_ll.59 per cent respectively. The record‘iS‘
ot persvasive that earnings on such high levels afévreasonabiy:néée$é  ‘
sary or justificd under the circumstances herein diseloseds

‘Uhder the aliernative rate plah heréiﬁbefbré referred to,‘the'
rates forlvehicléS, frcight, and cash passenger fares would be im-
creased as proposed by applicant, out the passenger token fares would
be at the rate of W for 25 cents rather than 6 for 50 ccnta as sought.
Revenucs and expenses wnder tnisvalte:natﬁve plan, as eSuimated by the
Commission enginecer, would be as followsf | .
Revenues | $ 979,032*

Expenses
Net Income (After. income taxes) ’

Rate Base | $1 ,05#,700
Rate of Return - 8. MB%
*Revenues would be slightly lower if the chklj pas.,7 now in use

under the joint fares but proposed to e cancellcd undcr another
application now pending, were cOﬂtinucd.

Revenues under the alternative fare structurc, resulting in
an estimated rate of return of &.43 per cent would appéar to be ade~
quate and reasonable. Applicant!s witnesses asserted that this fare
plan would not be feasidle because of thelimpracticabiiity of having

Tokens of two Qifferent values in the San Diego areanﬁWe~are not pexr-
suaded, however, that these mechanical difficulties are so great as to

e
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Finhibit the adoption of a farc structure which 1z othecwise desirable;‘

Upon careful consideration of all the facts and circum- -,
gtances of_record, the Commission 1s of the oplnion and £inds a5 a
fact that rate and fare increases as spccifically providcc in the
crdervwhich‘follOWS‘are-justified. To that extent the application
will ve granted; in other respects it will be denied. ‘Ratecvand
fares of The San Diego-and Coronado Ferry Compaﬁy may‘be'furthér.'
ccnsidcred; chould such appear ncce*"ari; after disposition of
Application No. 29%29, now pending, which involve, fares of San
Dlego Zlectric Rafilway Companj.\

The San Diego and Corenado Fcrry Company, in accordance
- with the policy as stated in this proceeding by its preaident, will
b2 expected to maintain the present level and standard of service to

the public,

ORDER" |

Public hearing having been had in the above entitled appli-
cation, and based upon the evidence received at the hearing-and upon
the findings and conclusions set fcrth in the preceding opinion; J

| IT IS HEREBY ORDERED that The San Diego and Coronade Ferry

Company be and it is hereby‘authorizcd to7csta§1;sh, on not less than
ter (10) days' notice to the Commission and to the public;'increased
~ates and fares as specifically set forth in Exhibits "E" and "F”,

AZ axmended, of the ahove entitled application, with the following
exceptions: ' | )

(a) Sstablish token fare of 4 tokens for 25 cents
(in lieu of 6 tokcnu for 50 cents, as sought).

(b) Eliminate 60-ride commutaticn {in lieuw of in-
creasing rate from ¢ 3 00 to 5.00),

IT IS HEREEY FURTHDR ORD”RED that in 2ll other respects
vhe above entitled applicauion be, and it is hereby, ‘denied,




IT 15 HEREBY FURTEER ORDERED that the authority herein
granted shall become null and void unless exercized within ninety
(90) days from the effective date of this order.

This order shall becomo effective twenty (20) dajs from
the date hereof. |

Dated at San Francisco, California, thic __ 2 %4 day .
of August, 1948.

Conmissioners




